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Dear Applicantt

We have considered your application for recognition of exemprion
under section S01{e){4) of the Interns) Revenue Coda.

Yor ave sn ovaanization created to provide low and moderate income
furiling with cooperative housing sorvices under Fodeval and State progrars.
Yoy vill develop and oparate a housing coovarative for the hmef’ it of your
merhers. [ poreent of your unies will he occcupled tw seckion 2 puslsted
families and tha rest by moderate incoews familles.

saction 501(c)(4) of rhe Code provides exerntion frem faderal income
tax to erganizations not orperized for profit but operated exclusively for
the prometion of sobial welfare,

Section 1.501{c) (4)~1{a}(2){1) of the Income Tax Regulations provides
that an organization is opevated syclugively for the rromotion of social
welfars € it {s primarily engsged in promoting in s way the common good
and genevsl welfare of the penple of the compumity.  An organization ewbraced
within thiz gection is one which is operated primarily for the purnsse of
hringing about ecivie bettereents and social fmproversnts.

In Consumar-Farmar Milk Cooperative, Inc. v. Commisgioner of Internal
Rayenua, 106 F. 20 6%, the Court danfed exerption under goction SOL(e)(4)
hecause the organlzation's mirpose wag orimarily to bonnfit its menbers
econcynically and only incidentally o further larmer public welfara.

In Conmissionar v. Lake Forest, Inc.. 305 ¥.2d 814 (4ch Clv. 1962),
the emart denfed axemntion to an ornanization rrowidimn cooverative
servicaes on the basis that the oneration was a private salf-helo enterprise
with anly an incidsntal henefit to the comwnity as a whols.

A Fgv. Rul. 73-306, 197%-2 £.B. 179, holds thet an ormanization formad
to provide qrocsry purchasing services on o connerative basis to its mewbars
iz mot exeept wvler section S0 e)(4) of the Codes The ruling was based on
the fact that the omaniration was operated prirarily for the henefit of
its membem.




Your nedeaey actfuity whish {n thae ecoaparat bue gwnorabdn and cosratiion
of aparteent inleg rrovidas sulatantlal benafits bo your wesbarg,  The
conpeyative nature of your ectiviving s elnilar to acrivities of the
arcanization Jdescribed in the apcve-mentione? osurt cases and Royemge
mhmn Mecoradinaly, you fre nz\ﬁ nmrmi rm social walfare within the
moaning of section "f)l(c)('?} of the rw?:,

vowr hewe the right €0 meotest this ruling if vou balisws 16 iz ip~
correct, To oroteat, you shopld subedt a statement. ~f your views, with
a full explanation of yeur veasonind. Thig staterment, sioned by one of
your nrincipel officors, vust be subeitbend in duplicate within 30 cavs
from the date of this letter. You also bave a rinht to a nonference in
this office sfter vour ststement is submitbted.  Yeu wust request the
menfersnes, 18 vou want ono, when you Fils wixeye rrotest statement. TF
wou are to he renresentad by goreons whe g not one of vour principal
mfficers, that moraon will nesd o £ile & propst rover of attorney A
athereise sualify under mur Confarence and Peacticsr Procednres,

TE we do ent haear fyoa you within 20 days. this roling «i1) heoome
Final and coplez »f it w111 he forwarded fo the District Mlrector in
Halpimore. Marvland.  Threafter, sy quastions atvwbt woue foderal
Incmne baw statugs shonld he addreeasd bo thet of¥ice,

Sincersly vourn,

Chief, fxeapt Oroanizations
aulinns Rranch




